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.1 The fraction of SMEs that export services and the number of foreign clients by support status, results from endline survey ... 37 Table 6 .2 Growth in business outcomes before and after NTFIII project by the SME groups and Small and Medium Enterprises (SMEs) and creating linkages in selected export targets.
Four research questions were identified related to the key assumptions at different levels of the impact logic of NTFIII project in Bangladesh.
We maximised the use of findings for steering ITC-support in other contexts by focusing on impact pathways that have potential to be replicated or scaled out.
Based on the project documents, we defined four evaluation questions; each relating to one of the key assumptions underlying the project's intervention logic. The questions focus on (1) the selection of SMEs; (2) the contribution of NTFIII to improvements in service delivery in the sector; (3) the knowledge and practices of SMEs; and (4) export performance.
Data were collected in 2016 and 2017 from more than 300 firms;
enriched by in-depth interviews. An inception phase was implemented to ensure the optimal design of the evaluation. The BASIS member registry was used to select IT, and ITES companies in Dhaka; midline data were collected in April-May 2016 among 539 firms and endline data were collected in OctoberNovember 2017 amongst a reduced sample of 307 (most comparable) firms.
The firm survey included a wide range of support, practice and performance questions. Information about the firm's situation at project start was collected by recall questions in the midline survey. In depth-interviews are used to support empirical findings from the statistical analysis. Measuring impact in complex interventions, like export coaching and improving the enabling environment for SMEs is challenging. The 'treatment' is very diverse in context, content, and intensity. The findings will therefore always be context-specific. However, we maximised the generalisation domain of the findings in order to make it useful to steer ITC support in other contexts by focusing on impact pathways that have potential to be replicated or scaled out and testing the key assumptions underlying the impact pathways. Based on the project documents, we identified several outcome areas.
Development impact (e.g., poverty) will result from changes in company performance. This performance is influenced by the technology, skills and knowledge in the persons working in or with the company. The support that ITC provides is especially targeted on this level of knowledge and skills, and the enabling environment for SME export practices. Thus the changes in knowledge and business practices are likely to be the outcomes which are directly attributable to ITC. should ultimately translate into better firm performance and increasing exports.
Four key assumptions were identified at different levels in the ToC. The intervention logic was developed based on project documents and refined after interviews with NTFIII staff in Geneva. It identifies four key assumptions. First, the SMEs selected are more likely to respond positively to support. Second, coaching by NTFIII (in a corporation) with CBI enhances supported SMEs' knowledge and practices. Third, export promotion training enhances the supported SMEs' knowledge and practices. Finally, exports of the supported SMEs increase in response to support provided. SMEs' export performance?
Research Questions

Data Collection
An inception phase was implemented to ensure the optimal design of the evaluation. A preparatory desk study was conducted to focus on the dynamics in the sector and country, the strategies of the government and major donors in the sector and, based on telephone/Skype interviews with ITC staff working in the sector, on the (expected) change process and activities in the sector. This lead to a refinement of the research design, especially the intervention logic, appropriate outcomes and indicators for monitoring firmlevel impacts, and the way to collect information on the supported and nonsupported SMEs.
The BASIS member registry was used to select IT and ITES companies in Dhaka. All IT and ITES companies based in Dhaka from the BASIS member registry were sampled. Only BASIS members in Dhaka were selected as this was the target group for the NTFIII project in Bangladesh. Moreover, 90% of registered IT/ITES companies in Bangladesh are located in Dhaka. The total population includes both NTFIII (supported) and non-NTFIII (unsupported) firms. The non-NTFIII SMEs are divided into two subsamples: one sample of SMEs which applied to the NTFIII programme but were not accepted, and another sample of SMEs which did not apply to the programme. Endline data were collected in October-November 2017 among 307 firms. The endline survey was conducted in October-November 2017, after the project finalised in June 2017. 5 We selected a sample of the IT and ITES companies that participated in the midline survey including all 39 NTFIII SMEs.
3 A baseline survey could not be implemented, because the project had already been active for almost a year when the inception phase was completed. 4 The survey was implemented by Mitra and Associates, a local research company based in Dhaka. Before data collection, the field team approached 39 NTFIII firms and 847 non-NTFIII firms for conducting face-to-face interviews. 347 firms did not want to participate in the survey: 23 of them were closed, 100 were not interested in participating in the survey, 164 were busy, and interviews could not be arranged within the fieldwork period; 60 firms' mobile/telephone numbers collected from BASIS and company website were closed or wrong. The maximum and minimum interview times were 1 hour 25 minutes and 1 hour respectively. 5 It may take perhaps an additional year to observe the full impacts of the project. However, we choose to conduct the survey as soon as the project finishes, because the firms may be reluctant to participate in an ITC survey a year later.
Thirty-six out of 39 NTFIII SMEs and 271 non-NTFIII SMEs participated in the survey prepared by the PRIME team. The firm survey included a wide range of support, practice and performance questions. The survey include questions on company characteristics, business knowledge, business practices, business performance, exports, BASIS services used, and employment characteristics. 6 The administration of the NTFIII Bangladesh project shared their comments about the indicators before the implementation of the midline survey instrument.
Both midline and endline survey instruments were tested through pilot surveys with randomly selected businesses from BASIS membership registry. To eliminate any miscommunication between enumerators and respondents a
Bengali translation company translated the survey from English to Bengali.
7
The survey was applied by smartphones using the ODK software.
Information about the firm's situation when the project started were collected by recall questions in the midline survey. Using the information from recall questions, we were able to compare the performance of NTFIII and non-NTFIII firm before and after the project and estimate the NTFIII project's impact on business performance.
In-depth interviews were used to support empirical findings from the statistical analysis. We visited nine supported SMEs during the field trip in June 2017 to conduct in-depth interviews. For the visits, The NTFIII project administration selected the SMEs that they believed benefited either most or least from the project. The visits were conducted together with the project administration; we note that this may have biased the responses of the SMEs. 6 The surveys inquired about the current knowledge in various business areas, the business practices, export markets, and employment as well as the sales, export performance, and profits last year. 7 Another Bengali expert fluent in English checked the translation to eliminate any mistakes.
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The interviews were conducted with the CEOs of the SMEs. In the interviews, the following open-ended questions were directed to the participants to collect more in-depth and elaborate information than the information collected by reports. Second, to analyse the relationship between the services, business practices, and export performance, we used detailed information from midline data. Midline data includes detailed information about the main services offered by BASIS to the sector. Third, using the sample of supported and unsupported SMEs, we assessed the awareness about and the use of BASIS services. Fourth, we also asked about the client satisfaction with these services. Finally, we tested whether the use of BASIS services or training is related to business practices and export performance.
The evaluation at firm level built on matching difference in differences analysis. We used a so-called 'matching difference in differences analysis' to estimate the direct impact of NTFIII on supported SMEs. This means we first determined the differences among business characteristics of NTFIII SMEs and non-NTFIII SMEs in terms of firm characteristics: size, sales, female ownership, and exports in the baseline. Then we estimated a propensity score by using these characteristics. We matched each NTFIII SME with the nearest non-NTFIII SME by using the propensity score and discarded the non-matched firms. We compared the change in the export and business practices, exports, and sales, and employment performances of NTFIII SMEs with matched non-NTFIII firms from 2014 to 2017. 8 This evaluation assessed the contribution of the NTFIII project to the outcome indicators related to various Sustainable Development Goals (SDGs). This evaluation assessed the contribution of the NTFIII project on the outcome indicators related to the following SDGs: gender equality (SDG5), decent work and economic growth (SDG8), industry, innovation, and infrastructure (SDG9); reduced inequality (SDG10). Table 2 .2 summarises the match between the outcome indicators that are used in the study and the SDG areas they correspond to. The growth in permanent (female) employment, and temporary (female) employment.
SDG5, SDG10
A validation workshop and qualitative interviews were used to verify midline results. In June 2017, the midline results were shared and validated during workshops at BASIS headquarters and the Embassy of the Netherlands in Dhaka. In addition, we held in-depth interviews with the business owners that participated in the project. These discussions were used to interpret further and validate the findings. 8 The difference in differences matching estimates in this report show the average effect of the project on supported firms. Chapter 3 The Bangladesh IT and ITES sector Many firms are willing to export (to new markets) but are constrained by lack of information and strong competition. In the midline survey, 11 We investigate export performance of the countries with similar GDP levels in this figure.
Increase in exports may lead to an increase in the GDP per capita. To eliminate this confounding factor, we use GDP per capita levels in 2010.
62% of the 253 firms that did not export services yet wanted to export. Eighty per cent of 270 firms that were already exporting considered exporting to new markets. However, firms emphasised three important barriers to export ( (ii) inadequate information about the type of products and services the foreign importers desire, and (iii) high competition from other countries. 
Characteristics of selected NTFIII SMEs
The NTFIII project in Bangladesh selected high export potential companies. Table 3 .2 compares the business characteristics at the baseline of NTFIII SMEs to two groups of non-NTFIII SMEs by using recall information from the midline survey: 1) SMEs that applied but that were not accepted to the programme, and 2) SMEs that did not apply to the programme. The comparison is made in terms of business size, sales, female ownership, number of export destinations, and share of exports in sales. The NTFIII project in Bangladesh clearly selected high export potential companies. First, the median NTFIII firm size was about double of non-NTFIII SMEs. Second, median NTFIII firm sales were about USD 223 thousand which is 1.5 times higher than that of rejected SMEs, and two times of SMEs that did not apply.
Third, NTFIII SMEs reported that the share of exports in their sales was around 62% versus a share of 32% among rejected applicants and 19% among nonapplicants. Finally, NTFIII SMEs also exported to more markets; a median 4.4 markets versus 1.8 for rejected applicants and one for non-applicants.
Few SMEs exist that meet export readiness selection criteria and were
supported by NTFIII. We use the criteria to match NTFIII SMEs with non- Empirical results confirm that SMEs with female managers were given priority in the selection to the project. The fraction of NTFIII SMEs with female owners was about 13%. This is nine percentage points higher than the fraction of female-owned SMEs in non-NTFIII SMEs. However, the difference in the share of female employment between NTFIII and non-NTFIII SMEs is not statistically different than zero. 12 These findings are in line with the selection criteria of NTFIII SMEs. 12 We note that the difference may not be statistically different due to low number of NTFIII SMEs in the study.
Wageningen Economic Research Report 2018-048 | 25 In the period of 2014-2017 BASIS services reached more firms with all its services. 17 We also measure the export performance through exports and sales and do not find any significant relationship between using BASIS services and participation in BASIS trainings and export and sales performance of the firms. This may be because firms did not report their sales numbers. 18 The matching characteristics for BASIS include foreign ownership instead of female ownership, because the use of BASIS services is more likely to be related to foreign ownership than having a female owner. We report nearest neighbour matching to compare the matched firms. The results are robust to using other estimation methods such as OLS, OLS with controls, Kernel, and radius. services in foreign markets. Also, the share of exports in sales is about 11 percentage points higher for the firms that participate in training than the firms that have not participated in a BASIS training. The use of BASIS financial services and promotional services is positively related to export performance. Overall, using any BASIS service and export performance are positively associated, but this association is not statistically different from zero (Table 4. 3). Firms that use export promotion services are 16 percentage points more likely to export, and their share of exports in sales is 12 percentage points higher than in the firms that do not use these services and have similar characteristics. The firms that used BASIS financial services are also more likely to export and share of exports in sales is higher. Here we note that these result do not imply a direct causal relation from the use of BASIS services to exports. The firms that have already exported may use the promotional services more than other firms. We also note that we use data from the midline survey to measure the relationship between export performance and BASIS services and trainings. This leading and planning business practices. This is not surprising because the project focuses less on these areas compared to others. Our statistical analysis shows that the relationship between the contribution to knowledge and practice areas is strong, 19 implying that change in knowledge leads to improved business practices in NTFIII SMEs.
Adoption of business practices
The NTFIII project contributed to export practices in three ways: Most NTFIII SMEs found the export marketing plan support of ITC and business matching events organised by ITC very useful. Informal indepth interviews with the project participants showed that while preparing the export marketing plan they prepared and improved their promotional materials and communication skills with the new clients. They also stated that they had the opportunity to participate in B2B matching events and trade fairs and to present their products and services in these events. 19 The correlation estimates for NTF contribution on knowledge and practices are above 0.5 for all knowledge areas except efficient organisation of business. All correlation estimates are statistically significant at the 1% level. 20 These differences between NTFIII firms and matched non-NTFIII firms for export marketing plan and participation in trade fairs and business matching events are statistically significant. Results are available upon request. Chapter 6 ITC's contribution to SME performance 6.1 Export, business, and employment performances NTFIII contributes to the likelihood of exporting. The fraction of exporters among NTFIII SMEs (89%) is higher than among matched non-NTFIII SMEs (60%) ( Table 6 .1) in 2016. NTFIII SMEs also have more foreign clients with long-term contracts than the matched non-NTFIII SMEs, and these differences are statistically significant. groups. However, we could not detect that this difference is statistically different from zero in our statistical analysis ( relative to last year, estimates from endline survey.
6.2 SME practices and export performance Improvement in the adoption of export practices contributed to the increased export performance of NTFIII SMEs. We explore the relationship between the business and export practices adopted by NTFIII SMEs and the improved export performance of NTFIII SMEs through correlation analysis. We find all export practices to be positively correlated with access to new export markets, growth in the share of exports, and annual exports from 2014-2017 (Table 6. 3). The strongest and statistically significant relationship is between participation in business matching events and growth in exports in 2014-2017. Having a written marketing plan is also significantly related to change in export intensity after the NTFIII programme.
Evidence from in-depth interviews confirms that marketing plan training by the NTFIII project changed business practices of the SMEs.
Most businesses that participated in the interviews found the export marketing plan training very useful, because they prepared and improved their promotional material in the trainings and improved the communication with the new clients. Businesses have become more selective in the projects with their clients after the training. They now focus on longer-term projects. ITC may help TSIs similar to BASIS to design a communication strategy that clarifies the benefits of TSI services for TSI members.
The long-term impacts of projects similar to NTFIII, and the sustainability of these impacts, should be investigated three years after the projects ends. This evaluation only considered short and mediumterm impacts of the project. However, some NTFIII project firms signed contracts in the last year of the project. Moreover, many other supported firms established business links with foreign clients that may result in new business contracts with those clients in the long term. Furthermore, the sustainability of the project impact can be assessed only several years after the project ends.
To better understand the sustainability of the impact of its programmes, ITC could consider measuring the performance of firms after the programme ends. 
